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ITALIAN KEY ECONOMIC INDICATORS 


All values in U.S. dollar millions and Exchange rate in lire per dollar: 1910 for 

represent period averages unless otherwise 1985; 1500 for 1986 and 1987; 1569, 1539 

indicated; percent change over previous and 1524 for Jan-Jun, Jan-Aug and Jan-Sep 

period in lire unless otherwise indicated 1986; 625 is used for constant (1970) values 
1985 pet 1986 pet 1987 


Est. . Est. 
INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 358, 557 511,280 551,985 
Per capita GDP, Current Prices 6,276 8,943 9,648 
GDP at Constant (1970) Prices 143,333 147,418 152,565 
National Income at Current Prices 290, 032 -- - 
Plant, Equipment and Transport 

Investment at Constant (1970) Prices 12,733 13, 307 14, 558 
Indices: 
-Industrial Production (1980=100) 96.5 97.7 
-Average Labor Productivity 
-(in Industry) (1982=100) 111.3 114.4 =~ 
Average Industrial Wage (1982=100) 142.3 154.1 -- 
-Labor Force ('000) 23,069 23, 3350 23, 510 
Average Unemployment Rate 

as % of Labor Force 10.1 10.8 10.3 


MONEY AND PRICES 

Money Supply (M2) (End Period) 335,237 387,743 7.6(Aug) 
Interest rates (percent) 

-Six-month Treasury Bills ) 10.3(Nov) 
-Prime Rate 15.9 13.0(Oct) 

Price Indices: 

-Wholesale Price (1980=100) 172.6 171.2 -0.4(Sep) 
-Cost of Living (1985=100) 100.0 105.8 6.5(Oct) 


BALANCE OF PAYMENTS AND TRADE 
Bank of Italy International Reserves 38,861 44, 639(Sep) 
Net Foreign Position 
of Commercial Banks -20, 942 -20, 210( Sep) 
Balance on Current Account -4,205 -1,021(Jun) 
Balance on Trade Account -12,102 -2,727(Sep) 
Exports, FOB 78,377 70,741 0.8(Sep) 
U.S. Share 9,606 30. 6,831 -8.5(Aug) 
Imports, CIF 90, 480 73,198 -10.1(Sep) 
U.S. Share 5,390 3,881 -15.2(Aug) 
U.S. Investment in Italy 3,652 a 


MAJOR U.S. EXPORTS TO ITALY IN THE PERIOD JANUARY-JUNE 1986 (and change over same period 
last year): Total $3,035.2 mil. (up 8.4 percent); of which Mechanical products $864.5 
mil (up 7.3 pct); Food and Agricultural products $413.6 mil. (up 16.8 pct); Energy 
products $367.4 mil. (up 4.1 pct); Chemicals $383.3 mil. (up 25 pct); Transportation 
Equipment $333.2 mil. (down 11.7 pct). 

MAJOR ITALIAN EXPORTS TO THE U.S. IN THE PERIOD JANUARY-JUNE 1986 (and change over same 
period last year): Total $4,993.1 mil. (up 19.3 percent); of which Mechanical products 
$1,159.9 mil. (up 26.0 pct); Textiles and Apparel $1,090.4 mil. (up 28.9 pct); Metals 


$597.1 mil. (down 2.8 pct); Transportation Equipment $515.5 mil. (up 33.2 pct); 
Chemicals $276.7 mil. (up 4.3 pct). 


SOURCES: ISTAT (Italian Central Institute of Statistics), Bank of Italy, GOI Economic 


Report and Economic Forecasting Report (data for 1987), ISCO (National Institute for the 
Study of Economic Activity), Embassy estimates. 
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Summary: The recovery of the Italian economy has continued in 1986 and is 
expected to extend through 1987 with economic growth of 3.0 to 3.5 percent. 
The decline in the price of oil am the dollar resulted in a sharp drop in 
import prices in 1986. As a result, the current account of the balance of 
payments will swing into surplus amd the Wholesale Price Index will drop by 
one percent or less from 1985 to 1986. Other inflation measures will 
increase, but at rates below those of previous years. Italy's large state 
sector budget deficit which, while declining from the equivalent of 16 
percent of Gross Domestic Production (GDP) in 1985 to perhaps as low as 12 
percent in 1987, remains a serious problem am source of inflation. To 
finance this deficit and to provide for an increase of credit to the 
non-state sector roughly equal to the increase in nominal GDP, the broadest 
measure of the monetary aggregates will increase about 15 percent during 
1987. With the impact of lower oil prices waning, the current account of 
Italy's balance of payments may slip into a small deficit in 1987. The 
decline by one-third of the lira cost of a dollar since February 1985 
combined with a high marginal propensity to import should make Italy an 
attractive market for U.S. exporters. 


Part A - Current Economic Situation and Forecast for 1987 


Economic Activity in 1986: Following a sluggish first quarter the Italian 
economy rebounded in the second quarter due to strong net export growth and 


an upswing in investment. Real GDP for the first six months was up 2.2 
percent over the same period in 1985. Private consumption was weak in the 
first quarter but jumped .8 percent in the second, as increases in real wages 


contributed to higher household disposable income. After dropping 1.7 
percent in the first quarter, fixed investment jumped 3.2 percent in the 
second with investment in machinery and equipment up 8.3 percent and 


construction up 1.0 percent. High company profits are spurring the demand 
for investment goods. 


The index of industrial production rose at a healthy 2.8 percent in the first 
quarter but by a smaller 1.5 percent in the second. The index for 
January-September was 2.3 percent above that for the year-earlier period. 
Disaggregated data through September show output of consumer goods up 2.9 
percent over the same period in 1985. Output of investment goods was up 3.8 
percent and that of intermediate goods a more modest 1.4 percent. 


The government is forecasting a 2.8 percent increase in GDP from 1985 to 
1986, led by a 5.8 percent increase in exports, accompanied by a 2.4 percent 
increase in both private and public consumption and a 2.7 percent increase in 
investment, particularly for machinery ami equipment. Domestic demand will 
once again grow at a faster rate than output (3.1 percent). Investment will 
increase at a lower rate than in 1984 or 1985. Looking at growth by sector, 
the most dynamic will continue to be the service sector (excluding banking 
and public adminstration) which is forecast to grow by 3.4 percent. Value 
added by the agricultural sector is forecast to jump 3.1 percent, following 
two consecutive years of negative growth. Industry is expected to grow by 
2.6 percent, over twice the rate of growth in 1985. 
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Money and Credit: In the first eight months of the year, credit to the 
non-state sector expanded by 9 percent at a seasonally adjusted annualized 
rate. Although down from 13 percent in 1985, this is two percentage points 
over the 7 percent target for 1986. The increase in total domestic credit, 
including credit to both state and non-state sectors, in 1986 should not 
exceed 14 percent, assuming that growth of credit to the non-state sector 
decelerates to its original target and that the state sector borrowing 
requirement does not overshoot its 110 trillion lire target. The state 
sector will once more absorb three quarters of the increase in total domestic 
credit. 


M2 increased at an annual rate of 7.4 percent through August, near the bottom 
of the 7-1l percent target range for 1986. The deceleratio appears to be 
due at least as much to the appearance of new financial intermediaries 
(principally, mutual funds) as to the differences between the return on bank 
deposits which are included in M2 and that on less liquid substitutes. 
Yields on various financial assets have moved downward since January, and 
were accompanied by three consecutive full percentage point reductions in the 
Bank of Italy's discount rate. Authorities expect M2 to increase 7 percent 
for the full year 1986. Total financial assets should increase by slightly 
less than the 15 percent originally programmed. 


The phenomenon of the year is the performance of mutual funds. Between 
January and August, mutual funds' assets more than doubled from the end-1985 
level. Their growth, tied closely to the fortunes of the Italian stock 
market, slowed in the third quarter. About 66 percent of total fund assets 
are invested in government securities. Up to 10 percent of fund assets can 
be invested in foreign securities. Funds invested one billion dollars in 
foreign shares during the first half of 1986. 


Public Finances and Fiscal Policy: The goal of the 1986 Budget, passed in 
February 1986, was a state sector budget deficit of 110 trillion lire (U.S. 
$73 billion) to be achieved by implementing measur>s to increase revenues and 
cut costs. 


Although social security contributions were increased, two other revenue 
measures, one implementing a tax on municipal services and one calling for an 
amnesty on illegal construction in retur for payment of a tax were, 
respectively, defeated and watered down by Parliament. Moreover, personal 
income tax rates were reduced to compensate for “fiscal drag" with a 
consequent negative effect on revenues. Nonetheless, according to the most 
recent estimates, Central Government revenues will rise 15.6 percent from 
1985 levels. Tax receipts are projected to jump 15.1 percent -- 
substantially above the estimated 12 percent increase in nominal GDP. This 
is due primarily to higher-than-projected corporate and local income taxes 
and additional revenues frcm a tax on gasoline sales that has been increased 
to offset part of the declining import cost of oil. 


The increase in revenues will help compensate for a substantial rise in 
expenditures. Non-interest current expenditures are forecast to be 25 
percent over 1985 levels. Total outlays are estimated to be 33 percent above 
1985 levels. Although the central government deficit may reach 163 trillion, 
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this is to be reduced by a large surplus on other Treasury operations. The 
overall State Sector Deficit should therefore be kept at 110 trillion lire or 
12.1 percent of GDP, in line with original budget targets. 


Inflation: Italy is making substantial progress in reducing inflation, 
thanks to the drop in oil prices am the dollar. But, the decrease was 
unevenly reflected in the wholesale price index (WPI) and the Cost of Living 
Index (COL). On a year to year basis, the WPI should decline by 
approximately .6 percent while the COL, on the other hand, is expected to 
increase almost 6 percent. One reason for the divergence between the two 
indices is the different weight in each of petroleum products. These account 
for a greater portion of the WPI than of the OOL, therefore the drop in oil 
prices has benefited the WPI more than the COL. Another reason for the 
higher rate of increase of the COL is the government's policy of limiting, 
via taxation, the reduction in oil prices for households and of permitting 
the State Electricity Board to maintain electricity rates at previous 
levels. These reasons are, however, not sufficient to explain the whole of 


the large divergence between the two indices -- profit margins have also 
increased. 


Wages: Wage increases are more moderate than in 1985. This reflects partly 
the effects of slowly declining inflationary expectations amd the 
implementation of a new scala mobile or wage indexation system. The new 
system, agreed upon in December 1985 amd implemented in 1986, is effective 
for four years and covers both public amd private sectors. It provides for: 
1) a shift from quarterly to semi-annual adjustments; and, 2) a reduced rate 
of coverage for automatic indexation—100 percent of the first 580,000 lire 
in monthly wages and 25 percent of the balance. 


Declining inflationary expectations and the new scala mobile system are 
expected to moderate the outcome of the national contract negotiations 
initiated in early 1986 and still ongoing. These negotiations are for the 
renewal of 3 year contracts. Upon their conclusion, the new wages will be 
retroactive to the date of expiration of the old contracts, which in some 
cases, was in 1985. Although the retroactive benefits will not be paid in 
one lump sum but rather in installments, they, together with the new wage 
increases, will pump up wage costs. Taking these developments into account, 
the government is forecasting an increase in wages of 7.4 percent from 1985 
to 1986, with wages in the industrial sector growing a little more (8.3 
percent), implying real increases of 1.3 and 2.2 percent, respectively. Unit 
labor costs are expected to rise by 5.2 percent for the economy as a whole 
and by 5.4 percent for the industrial sector. 


Unemployment: Unemployment continues to be one of the major economic 
problems in Italy. The unemployed in July totalled 2.5 million or 10.7 
percent of the labor force, almost one point above the rate registered in 
July, 1985. Over the period 1980-1985 the labor force increased by 4.7 
percent but the number of jobs rose by only 1.2 percent. The problem of 
unemployment is particularly acute among youth and women. Of the unemployed 
recorded in July 1986, 73.9 percent were youths between the years of 14-29 


and 17.4 percent were women. The unemployment rate amongst adult men was 
much lower (7.1 percent). 
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A number of programs have been initiated to increase flexibility in the labor 
market including expamied part-time work, the institution of short-term 
training and employment contracts for unemployed youth, and a special program 
for creation of jobs in the South. Although employment in the service sector 
will continue to rise, absorbing the bulk of the job losses in the industrial 
sector, this will not substantially reduce unemployment among youth. While 
the service sector accounts for 55.7 percent of total employment a smaller 
percent of this sector's work force are youths (24.7) than is the case for 
the industrial sector (29.7). 


Balance of Payments: Foreign trade plays an increasingly important role in 
the Italian economy. Exports and imports of goods and services are expected 
to rise from 51.3 percent of GDP in 1985 to 53.1 percent in 1986. Given the 
combined effects of a sharply lower dollar together with the drop in oil 
prices, the year will also see an improvement in the terms of trade as 
merchandise import prices are expected to fall an average 14.0 percent while 
export prices should decline only 1.0 percent. As a result, the trade 
account should be near balance and the current account should be in surplus 
by about 8 trillion lire, or 5.3 billion dollars at 1500 lire to one dollar. 


The Trade Balance: Through the first eight months of 1986, imports (CIF) of 
99.3 trillion lire (down 10.3 percent from the same period last year) against 
exports (FOB) of 95.8 trillion lire (up 2.1 percent from the same period last 
year) resulted in a trade deficit of 3.4 trillion lire. In comparison, the 
trade deficit for the same period in 1985 was 16.8 trillion lire. In the 
first seven months of 1986, the Italian trade surplus with the United States 
hit 3.8 trillio lire, with both imports am exports declining from the 
January-July 1985 period by 12.5 and 6.8 percent respectively. 


The composition of Italian exports, largely unchanged for the last ten years 
is, in order of importance: final consumer goods, semi-manufactured 
products, investment goods, amd energy and raw material exports. On the 
import side, energy sources, although having diminished steadily since their 
peak in 1981, still account for over one quarter of imports. After 
energy-source imports, the next largest category in value terms is 
semi-manufactured goods (25.2 percent), followed by consumer goods (21.9 
percent), then capital goods (15.5 percent), and food and agricultural 
products (12 percent). 


The direction of Italian trade has changed over the past ten years showing 
flexibility on the part of Italian exporters. Exports to the EC slipped from 
nearly half of total exports in 1976 to 46 percent by 1985 while exports to 
the rest of the OEG@ more than took up the slack, rising as a whole to 73 
percent of the total in 1985. Over the ten-year period, exports to non-OPEC 
LDCs increased from 11 percent to 13 percent of the total while exports to 
OPEC decreased from 11 percent to 9 percent in 1985. Exports to OPEC had 
peaked at 17 percent of the total in 1981 following the secomd oil price 
shock. Exports to the USSR have shrunk from 2 to 1 percent of total Italian 
exports while imports from that country have remained steady. On the import 
side, the EC still provides the largest share of total Italian imports (44 
percent) while the rest of the OE@ countries account for another 20 percent 
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of total imports. The United States has long been Italy's third most 
important trading partner. Over the ten years to 1985 it has evolved (at 12 
percent of total exports) into an export market close in size to that of 


France (14 percent) and Germany (16 percent) and considerably larger than the 
OPEC market as a group. 


As opposed to the export picture, import patterms have barely changed over 
the last ten years. An exception is the share of imports coming from the 
OPEC countries, which dropped from 18 percent in 1976 to 15 percent in 1985. 
Over the same period, Germany maintained a healthy 17 percent share. The 
U.S. takes only 6 percent of the Italian market for imports. Since 1981] and 
the advent of the dollar's appreciation, the U.S.'s status took on added 
significance -- Italy's single most important trade surplus is that with the 
U.S. Although the dollar's depreciation in 1986 will erode some of the trade 
surplus, preliminary data indicate the U.S. will retain its position. 


Services: Italian resident tourist expenditures abroad continue to 
accelerate although not as rapidly as in 1984 when controls on tourist 
spending abroad were relaxed. While Italian tourism expenditures abroad are 
small compared to revenue from foreigners visiting Italy, a deceleration in 
inflows in the last two years has narrowed the gap between the two. Through 
1983, outflows traditionally equalled one-fifth of inflows. In the past two 
years, it has stretched to one-fourth. The deficit on investment incom is 
persistently the most critical deficit item in the invisibles balance. Since 
Italy's balance of payments crisis in the mid-1970s this deficit has been 
large amd increasing. Interest payments accounted for over 90 percent of the 
deficit. The current decline in interest rates and a stabilizatim or a 


decline in foreign indebtedness should contribute to the easing of the 
investment income deficit in 1986. Working to inflate the deficit are the 
higher dividends and other earnings on foreign investment in what is expected 
to be another good year for Italian firms’ profitability. 


Capital Movements: While Italy may become a net capital exporter in 1986, 
the volume of inflows as well as outflows of capital are likely to increase 
from previous years. Portfolio investment inflows and outflows are likely to 
be higher in 1986 as foreigners have been attracted by the run-up of share 
prices and high nominal amd real yields on Italian Treasury debt. Meanwhile, 
long delays in settlement of market transactions and other market snafus 
together with the belief that the rise in share prices may have peaked are 
causing some of the same foreign investors to withdraw fram the market this 
year. Public sector entities appear to be reducing their external debt. 
From January through August 1986, the net foreign position of the Bank of 
Italy improved by 5.5 billion dollars to an end-August position of 44.3 
billion dollars. Of this, 24.4 billion dollars was in gold, 11.6 billion 
dollars in convertible foreign exchange and 7.2 billion dollars in ECU. At 
the same time, commercial banks' net foreign position deteriorated by 5.5 
billion dollars with net foreign indebtedness rising to 20.1 billion dollars. 


Italy's gross external debt jumped 21 billio dollars to 127.1 billion 
dollars in 1985 due to increases in the foreign liabilities of both 
commercial banks and nonfinancial entities of over 10 billion dollars each. 
Total claims on foreigners leaped by nearly 12 billion dollars to 95.3 
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billion dollars resulting in a 10 billion dollar deterioration in the net 
position to a negative 31.8 billion dollars. The share of short-term 
external debt within gross debt rose marginally to 60 percent at end-1985 
from 59.2 percent at end-1984. Virtually all commercial bank liabilities are 
short-term and commercial banks account for 82 percent of total short-term 
debt. The net external position should improve in 1986, reflecting the 
surplus in the current account. 


THE ITALIAN ECONOMY IN 1987 


Economic Activity: The Gross Domestic Product is expected to rise 3.5 
percent from 1986 to 1987, according to the official forecast. Private 
forecasters expect growth of 3 to 3.5 percent. Growth will be led by a very 
strong rise in investment in machinery and equipment, forecast at over 9 
percent, followed by 5 percent plus anticipated growth in the volume of 
exports and in private consumption. Domestic demand is expected to increase 
at a faster pace than in 1986 and than output, with Italy's high marginal 
propensity to import coming into play once again. Although industry's cash 
flow is at very healthy levels, the rate of increase of investment will be 
less than in the early years of the current economic recovery when industry 
concentrated heavily on labor saving equipment. The increase in investment 
from 1986 to 1987 may fall slightly short of the officially forecast 
increase. Private consumption is officially projected to rise by a vigorous 
3.2 percent, substantially above the 1986 rate, but below the forecast rate 
of GDP growth. Public consumption is expected to rise by 2.9 percent. 


Looking at GDP by sector, higher-than-average growth is forecast in the 
service sector (3.6 percent). Value added in the industrial sector is 
expected to be substantially above that for 1986 and will be only slightly 
below the increase in real GDP reflecting high levels of investment and the 


trend toward increasing capacity. The agricultural sector's moderate 
recovery should continue. 


Public Finances and Fiscal Policy: The 1987 budget legislation sent to 
Parliament in September calls for a State Sector deficit of 102.6 trillion 
lire, down 7.5 percent from that of 1986. This is to be achieved by a 
reduction in the Central Government Budget deficit through modest cutbacks in 
expenditures. Non-interest current expenditures are projected to drop by .6 
percent and capital expenditures by 5.4 percent. It is not clear how these 
reductions can be reconciled with the forecast of a 2.9 percent increase in 
public consumption. The cutbacks are necessary to compensate for the very 
small (1.6 percent) increase forecast in revenue inflows. The total Central 
Government deficit is forecast at 151.4 trillio lire, to be partly 
compensated by a surplus in other Treasury operations, resulting in an 
overall deficit of the State Sector of 102.6 trillion. This is to be further 
reduced by yet unspecified measures to a targeted 100 trillion lire deficit. 
Achieving the programmed deficit will be difficult. Approval of the budget 
is expected by the end of December and, as in years past, modifications of 
spending and revenue targets will be made during the legislative review. A 
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change in government is scheduled for early spring 1987 am legislative 
elections are due in 1988. These political events could reduce the resolve 
to implement expenditure cuts or controls. At present there is a general 
consensus that the tax burden, including social security taxes, should not 
increase as a percentage of GDP. Therefore measures to raise tax revenue to 
compensate for increased expenditures are unlikely. 


Money and Credit: Given the government's target of 100 trillion lire for the 
state sector borrowing requirement, and assuming that credit to the non-state 
sector can be held to 7 percent, monetary authorities have pegged the 
increase in total domestic credit at 1l percent during 1987. They believe 
that credit to the non-state sector can remain below the 8 percent increase 
forecast for nominal GDP given the projections of another banner year for 
firms' profits and thus self-financing plus recourse to the stock market. 
Total financial assets should also increase at about 11 percent. The 6-9 
percent target range set for M2 growth is in line with the government's 
projected nominal GDP growth of 8 percent. Further disintermediation out of 
the traditional banking channels should help to keep M2 growth close to its 
target. Thus, the monetary authorities again have not deviated from their 
policy of several years' standing of setting targets for the increase in M2 


and credit to the non-state sector growth rates roughly at the official 
forecast for nominal GDP growth. 


Labor Costs, Employment and Inflation: Inflationary expectations are 
declining, albeit slowly. This should have a greater effect in 1987 than in 
1986 on wage demands. Offsetting the beneficial effect of this trend on 
labor costs will be the effects of the payment of the retroactive pay 


adjustments upon conclusion of pending wage contract negotiations. If the 
discussions are not concluded until late in 1986, which appears likely, the 
bulk of the adjustment will take place during 1987. Therefore nominal wage 
increases in 1987 could be slightly higher than in 1986. This may boost the 
increase in the cost of living index as well as the GDP deflator which the 
government is forecasting at 4 amd 4.3 percent, respectively. 


The unemployment rate may drop from 1986 to 1987. Higher growth and 
increased investment in capacity expansion should boost the rate of job 


creation. The number of employed should increase by 250,000, whereas the 
labor force will increase by 160,000. 


Balance of Payments: The current account of the balance of payments is 
expected to remain in surplus, though less than that in 1986. With domestic 
demand forecast to increase more than real GDP growth in 1987, it is likely 
the trade balance will retum to a deficit. This reflects high import 
propensity combined with a somewhat slower growth of world trade. 
Additionally, the favorable impact of the sharp drop in oil prices will have 
ended. The increase in export prices should be slightly higher than that of 
import prices. On the other hand, tourism revenues should pick up again 
after the negative effects of terrorism, Chernobyl and the dollar's decline 
in 1986 wane. The net effect will be a a six trillion lire current account 
surplus. This implies that Italy will be a net exporter of capital in 1987. 
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Part B - Implications of the United States 


The United States is most competitive with Italy's other trading partners in 
high technology equipment, systems and services--areas in which Italians 
recognize superior American standards. Among those areas where the Italian 
market offers best prospects for American products are computer hardware and 
software; energy-related systems and technology; equipment for the medical, 
pollution control, amd telecommunications industries; electronic components 
for the EDP and defense industries; and avionics. U.S. businesses providing 
the highest technology, quality and reliability, and best service will find 
Italy a rewarding market in these growth areas. The U.S. dollar weakened 
against the lira by about 16 percent in the first ten months of 1986, 
continuing its slide begun in 1985. U.S. goods thus are now significantly 
cheaper for the Italian purchaser than in the past few years. 


Computer Hardware and Software: Italy trails other European countries in 
expenditures for EDP hardware (automated electronic equipmenc and data 
processing systems), but is catching up. Local production still cannot meet 
local demand, however, and the Italian market for imported EDP hardware will 
grow at an estimated 14.3 percent through 1989. Mini computers are in 
greatest demand. Demand for mainframe amd large systems also is strong. 
U.S. EDP manufacturers enjoy an excellent reputation in Italy. Imports also 
play a major role in Italy's software market, of which the United States 
holds the largest, am a= growing, share (84 _ percent). Though 
Italian-produced software is becoming more competitive, U.S. and other 
imports will continue to find a most receptive market in Italy. The U.S. 
Commerce Department continues to sponsor EDP trade missions amd exhibitions 
in Italy. These efforts often lead to licensing, agent/distributor and joint 
venture agreements, as well as significant direct sales. 


Energy Systems and Technology: 1985-86 revisions of the Italian National 
Energy Plan (NEP) called for reducing dependency om petroleum. Particular 
attention is being given to planning of new coal-fired and nuclear power 
plants, though the latter are being reviewed following the Chernobyl 
accident. As this plan is implemented over the next three years, new 
investment by ENEL (the National Electric Board) and upgrading of the 
national railway system are expected to sustain high demand for imported 
energy systems and technologies, as well as equipment. U.S. suppliers of 
highly sophisticated, innovative products and services will find good 

marketing prospects for nuclear components, licenses am_ technical 
cooperation; coalhandling equipment; industrial and residential energy-saving 
equipment; and systems for exploitation of renewable sources of energy. 


Telecommunications: Italy's telecommunications sector is growing steadily, 
on the strength of increased expenditures and technical advances under the 
government's ten year (1982-92) National Telecommunications Plan. As Italian 
telecommunications (especially telephone) systems are modernized, Italy will 
need to import technologically advanced products in quantity, and will look 
to the United States, the recognized leader in this field, as a principal 
supplier. Italian imports from the U.S. are expected to grow at about 12 
percent through 1989, and the U.S. is expected to increase its market share. 





-ll- 


Medical Equipment: The Italian market for medical equipment is expanding, 
especially in the high-tech fields of imaging, NMR scanners and other 
neurological equipment, digital radiology, and cardiology equipment. Unable 
to meet these needs from domestic sources, Italy will continue to rely on 
foreign suppliers offering state-of-the-art apparatus and the _ best 
after-sales service. U.S. medical equipment manufacturers can expect to 
compete well in the highest-level technologies, especially as their products 
are now relatively cheaper following the decline in the dollar's value. 


Pollution Control Instrumentation, Systems and _ Technology: Italian 
authorities are under increasing pressure to place more controls on polluting 
industries. Stricter enforcement of existing regulations, combined with new 
legislation to control air, water and soil contamination, will induce private 
and public industries to install more pollution control devices, thus 
increasing the market size for such equipment in Italy. U.S. anti-pollution 
products were in second place among Italian imports last year, behind W. 
Germany's and just ahead of France's. U.S. technological advantages and 
product innovation are appreciated in Italy, and American prices, until 


recently considered high, should now be more competitive under conditions of 
a weakened dollar. 


Electronic Components: Italy does not possess the level of R & D or the 
industrial scale needed to meet the growing demand for many types of 
sophisticated electronic components. To satisfy this demand, Italy's imports 
are expected to show an average annual growth rate of over 13 percent during 
1987-89. Competition from European and Japanese sources is tough, but 
American companies can succeed in areas traditionally dominated by American 
technology, particularly the EDP and defense industries. 


Investment in Italy: American investment in Italy continues to grow due to 
continuing economic growth, the improved financial health of many industrial 
firms, Italy's strong entrepreneurial spirit, and confidence on the part of 
Italian investors themselves. Italy is politically stable, and its political 
and military relationship with the United States is close. 


According to a 1985 study by the American Chamber of Commerce in Italy, the 
number of U.S.-owned companies in Italy has risen 20 percent since 1982. The 
number of American industrial companies has risen by 9.6 percent, commercial 
firms by 22.2 percent, and service companies by 39 percent. These American 
firms employ over 200,000 Italians and account for six percent of all Italian 
exports. 


Export of U.S. Financial Services: The rapid growth of Italy's financial 
markets amd the creation of new financial intermediaries such as the mutual 
funds mentioned earlier provide opportunities for U.S. financial service 
companies. The government is now considering how to regulate this burgeoning 
industry, but should maintain a relatively open attitude toward U.S. firms. 
The jradual reduction in controls on investment abroad by Italians has opened 
additional opportunities to U.S. financial companies. 
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Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
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biweekly business magazine 
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yours—American exporters who 
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lucrative world of exporting. 
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Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
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we give the phone numbers of 
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can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 


below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


FN 
mA MER 


Here’s my check made out to the Super- 
intendent of Documents. 


L] Charge my VISA or MasterCard No. 


LITT TIT ttt tit) 


(Signature) 


(Expiration Date) 





bop] & 


